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FEDERATED  DEPARTMENT  STORES,  INC. 


New  York,  N.  Y. 

April  14,  1937. 

TO  THE  STOCKHOLDERS  OF  FEDERATED  DEPARTMENT  STORES,  INC.: 

On  behalf  of  the  officers  and  directors  of  Federated  Department  Stores,  Inc.,  I  present  the  Annual 
Report  for  the  fiscal  year  ended  January  31,  1937. 

The  Consolidated  Balance  Sheet,  Profit  and  Loss,  and  Surplus  Accounts  prepared  by  Touche,  Niven 
&  Co.,  attached  hereto,  include  the  operations  of  the  following  companies  controlled  by  your  corporation: 

Abraham  &  Straus,  Inc. - Brooklyn,  New  York 

Bloomingdale  Bros.,  Inc. - New  York,  New  York 

The  Continental  Clothing  Company - Boston,  Massachusetts 

(Subsidiary  of  Wm.  Filene’s  Sons  Company) 

Wm.  Filene’s  Sons  Company - Boston,  Massachusetts 

The  F.  and  R.  Lazarus  and  Company _ Columbus,  Ohio 

The  John  Shillito  Company _ —Cincinnati,  Ohio 

(Subsidiary  of  The  F.  and  R.  Lazarus  and  Company) 

R.  H.  White  Company - Boston,  Massachusetts 

(Subsidiary  of  Wm.  Filene’s  Sons  Company) 

During  the  year  Federated  Department  Stores,  Inc.,  the  parent  corporation,  sold  $12,500,000.  par 
value  of  4^4%  cumulative  convertible  preferred  stock  and  out  of  the  proceeds  purchased  an  equivalent 
amount  par  value  of  preferred  stocks  of  subsidiary  companies.  The  subsidiary  companies  applied  the  funds 
toward  the  retirement  of  preferred  stocks  and  long  term  indebtedness  and  for  additional  working  capital. 
Of  the  new  preferred  stock  of  the  parent  corporation  $155,000.  par  value  had  been  converted  into 
common  stock  by  January  31,  1937  leaving  $12,345,000.  par  value  outstanding  at  that  date. 

The  preferred  stocks  of  subsidiary  companies  owned  by  other  interests  and  long  term  indebtedness 
of  subsidiary  companies  was  $7,164,000.  at  January  31,  1937  compared  with  $16,400,300.  a  year  earlier. 
The  working  capital  on  a  consolidated  basis  was  $25,206,319.  at  January  31, 1937  compared  with  $22,336,770. 
at  January  31,  1936.  The  ratio  of  current  assets  to  current  liabilities  at  January  31,  1937  was  5.37  to  1. 

Consolidated  net  sales  for  the  year  ended  January  31,  1937  totaled  $103,209,531.,  an  increase  of 
12.62%  as  compared  with  the  previous  year. 

Consolidated  net  profit  for  the  year  ended  January  31,  1937  after  deducting  all  costs  and  expenses, 
depreciation,  interest,  and  provision  for  federal  normal  income  tax  amounted  to  $4,163,696.  From  this 
should  be  deducted  provision  of  $96,000.  for  federal  surtax  on  undistributed  profits  of  subsidiary 
companies,  dividends  of  $529,516.  on  preferred  stock  of  subsidiary  companies  not  held  by  the  parent 
company  and  $575,806.  representing  the  portion  of  the  net  profit  applicable  to  minority  interests  in 
common  stocks  of  subsidiary  companies.  This  leaves  a  consolidated  net  profit  of  $2,962,374.  applicable 
to  the  shares  of  the  parent  corporation  which,  after  dividends  of  $175,449.  on  the  4%%  preferred  stock 
of  the  parent  corporation,  is  equivalent  to  $3.03  per  share  on  the  918,863  common  shares  outstanding 
at  January  31,  1937.  Before  provision  for  federal  surtax  on  undistributed  profits  such  earnings  are 
equivalent  to  $3.13  per  common  share.  In  the  previous  year  consolidated  net  profit  applicable  to  the 
shares  of  the  parent  corporation  was  $1,468,483.  equivalent  to  $1.60  per  common  share. 

These  earnings  per  share  for  the  current  year  make  provision  for  the  preferred  dividends  paid  during 
the  year  by  subsidiary  companies  at  the  former  higher  rates  prior  to  the  refinancing,  and  for  dividends 
paid  on  1,550  shares  of  the  4%%  preferred  stock  of  the  parent  corporation  converted  during  the  year. 
A  revised  calculation  of  the  earnings  applicable  to  the  common  stock  has  been  made  taking  into  con¬ 
sideration  (1)  the  preferred  dividend  requirements  of  the  parent  corporation  and  of  the  subsidiary 
companies  as  if  the  shares  outstanding  at  January  31,  1937  had  been  outstanding  the  entire  year  and 
(2)  the  resultant  revised  proportion  of  the  net  profit  applicable  to  minority  interests  in  common  stocks 
of  subsidiary  companies.  This  calculation  shows  earnings  equivalent  to  $3.22  per  common  share  before 
provision  for  federal  surtax  on  undistributed  profits. 

During  the  fiscal  year  the  company  paid  dividends  amounting  to  $2.00  per  share  on  the  common  stock. 

LINCOLN  FILENE, 

Chairman  of  the  Board 


FEDE 
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ASSETS 

Current  Assets: 

Cash  on  hand,  demand  deposits  and  time  deposit _ 

United  States,  state  and  municipal  bonds — on  the  basis  of  cost  or  market,  whichever  is  lower  (quoted  market 

$1,780,822.48) - - - - - 

Customers’  accounts  and  notes  receivable: 

Regular  retail,  less  reserves  of  $310,756.46  - - - - - 

Instalment  (of  which  terms  on  a  small  portion  extend  beyond  one  year),  less  reserves  of  $467,451.83  _  j 

Inventories:  I 

Merchandise  on  hand — on  the  basis  of  cost  or  market,  whichever  is  lower,  as  determined,  in  the  main,  by  the  retail  1 

inventory  method - 

Merchandise  in  transit — at  cost - - .. 

Sundry  debtors - 


Other  Assets: 

Fund  for  construction  of  new  store  building — cash  on  deposit  in  bank  (See  Note  1) _ _ _ 

Notes  secured  by  second  mortgages  on  property  used  in  operations — at  cost  to  subsidiary  company _ 

Land  trust  certificates  of  equitable  ownership  of  property  used  in  operations — at  cost  to  subsidiary  company _ 

Fund  for  repurchase  of  real  estate — land  trust  certificates  of  equitable  ownership  of  property  used  in  operations  and  cash 

held  by  Trustee - 

Real  estate  not  used  in  operations: 

Land — at  appraised  value  to  subsidiary  company  on  January  31,  1933  - - - 

Land  and  buildings — at  cost  to  subsidiary  companies,  less  depreciation  of  $133,114.82  _ 

Land,  and  building  in  course  of  construction  (estimated  additional  cost  $325,000.00) — at  cost  to  subsidiary  company  _ 

Investments  in,  and  advances  to,  joint  purchasing  and  delivery  organizations — at  cost  to  subsidiary  companies _ 

Officers’  life  insurance  cash  surrender  value - 

Loans  to  directors  and  employees  - - - 

Deposits  with  reciprocal  and  mutual  insurance  companies  _ _ _ 

Miscellaneous  investments,  loans  and  advances — at  cost  to  subsidiary  companies  - 

Fixed  Assets: 

Land  and  buildings  owned — at  cost  to  subsidiary  company,  less  depreciation  of  $935,186.09  _ 

Buildings  and  improvements  on  leased  land — at  cost  to  subsidiary  companies,  less  depreciation  of  $3,447,397.22  and  less 

write-down  of  $1,355,838.95  as  to  certain  of  these  assets  of  certain  subsidiary  companies  - 

Real  estate — at  cost  to  subsidiary  company  (no  provision  has  been  made  for  depreciation  as  the  management  considers 

the  purchase  price?  to  represent  land  value) - 

Leasehold — at  cost  to  subsidiary  company,  less  amortization  of  $4,735.44  - 

Leaseholds  with  privilege  of  purchase: 

At  appraised  value  of  land  to  subsidiary  company  as  of  May  1,  1929  less  the  face  value  of  land  trust  certificates  out¬ 
standing  - - 

At  cost  to  subsidiary  company  (See  Note  1) - 

New  store  building — preliminary  expense - 

Store  fixtures  and  equipment — at  cost  to  subsidiary  companies,  less  depreciation  of  $3,904,001.61  and  less  write-down  of 

$1,179,780.51  as  to  certain  of  these  assets  of  certain  subsidiary  companies - 

Delivery  equipment — at  cost  to  subsidiary  companies,  less  depreciation  of  $210,316.76 - - - 

Deferred  Charges: 

Prepaid  expenses — unexpired  insurance,  etc. - 

Supplies - 

Organization  expenses,  etc.  of  one  subsidiary  company - - - 

Expenses  incurred  in  leasing  premises  to  F.  W.  Woolworth  Co.  (including  undepreciated  cost  of  $23,330.36  of  building 

demolished) - 

Unamortized  debt  expense - 

Goodwill — at  nominal  amount - 


NOTES : 

(1)  The  John  Shillito  Company,  a  subsidiary  of  The  F.  and  R.  Lazarus  and  Company,  has  contracted  for  additions  to  its  stoi 
to  cost  approximately  $1,750,000.00.  During  February,  1937  the  company  exercised  its  privilege  of  purchase,  in  connect 
the  balance  sheet  at  $50,676.22  for  an  additional  consideration  of  $205,455.56.  In  addition  to  this  it  is  contemplated  t 
for  fixtures  for  these  proposed  additions.  Total  cost  of  land  and  improvements  is  estimated  to  be  $2,255,000.00.  Of  t 
financed  at  January  31,  1937  and  the  funds  so  received  have  been  classified  in  the  balance  sheet  as  “fund  for  cot 
Arrangements  were  made  March  5,  1937  to  borrow  an  additional  $1,000,000.00,  payable  $200,000.00  annually  over  a  fivi 
that  during  the  year  these  two  loans  will  be  replaced  by  other  long  term  financing  in  the  amount  of  $2,000,000.00.  The  c 
of  $255,000.00  will  be  obtained  from  current  working  capital. 

(2)  Of  the  5V&%  debentures  of  Abraham  &  Straus,  Inc.,  called  for  redemption,  there  remains  outstanding  $7,000.00  face  ar 
the  Trustee  holds  cash;  also  of  the  7%  cumulative  preferred  stock  of  Abraham  &  Straus,  Inc.  and  Bloomingdale  Bn 
October  23,  1936,  there  remained  unredeemed  307  shares  for  the  redemption  of  which  the  redemption  agent  holds  casl 
included  in  the  balance  sheet. 


IRATED  DEPARTMENT  STORES,  Inc. 

(A  Delaware  Corporation) 

AND  SUBSIDIARY  COMPANIES 

JNSOLIDATED  BALANCE  SHEET— JANUARY  31,  1937 


$  7,722,860.59 
4,203,331.41 


$11,050,926.24 

517,406.75 


$  1,000,000.00 
1,121,000.00 
150,211.90 

170,638.12 

105,000.00 

248347.48 

335,737.79 

203300.00 

74,953.50 

169,600.86 

52,414.55 

125,863.21 


$  3,635,082.64 

10,635,791.61 

1,022358.83 

536436 


513,000.00 

50,67632 

43,167.40 

$15,905,541.26 

2,746,13738 

79342.80 


$  347,95930 

176,76436 

203.635.10 

107315.10 
11,041.19 


$  5,341,270.14 
1,770,010.38 

11,926,192.00 

11368332.99 

372,926.65 

$30,978,732.16 


3,757,767.41 


18,731321.44 


846,914.85 

_ 4.00 

$54314,939.86 
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LIABILITIES 

Current  Liabilities: 

Notes  payable  due  within  one  year - 

Accounts  payable: 

Trade  creditors - - 

Trade  creditors  for  merchandise  in  transit - 

Accrued  liabilities: 

Accrued  compensation  - - - 

Reserve  for  federal  taxes  on  income - - - 

Accrued  taxes  (other  than  federal  taxes  on  income) - 

Accrued  interest  - - - - - - - 

Reserve  for  renewal  of  franchise — amount  not  yet  determined - 

Accrued  miscellaneous  expenses - — - - - - 

Dividends  on  preferred  stock - - — - — - 

Sundry  creditors - - - 


Reserves  for  Possible  Assessment  of  Taxes,  for  Insurance  and  For  Other  Contingencies - 

Long  Term  Indebtedness  (See  Note  2) : 

Notes  payable  to  banks  $1,666,000.00  ($1,000,000.00  due  in  five  annual  instalments  and  $666,000.00  due  in  two  annual 

instalments)  of  which  $533,000.00  matures  within  one  year  and  is  included  in  current  liabilities - - 

Real  estate  mortgage  $15,000.00  (of  which  $1,000.00  matures  within  one  year  and  is  included  in  current  liabilities)  final 
payment  due  January  11,  1942 


Real  estate  mortgage,  4l£%,  due  March  31,  1938  - - - ;**— - — 

Fifteen-year  4%  notes,  due  October  1,  1950  (sinking  fund  payment  of  $100,000.00  is  required  in  1942  and  $150,000.00  a 
year  thereafter) . . - - - - - - 


Minority  Interests  in  Capital  Stock  and  Surplus  of  Subsidiary  Companies: 

Preferred  stock  owned  by  other  interests — at  par  value  of  $100.00  a  share  (See  Note  3) 


Common  stock  owned  by  other  interests - 

Surplus  applicable  thereto - 


Capital  Stock  and  Surplus: 

Capital  stock : 

Preferred,  4^%  cumulative,  par  value  $100.00  per  share,  maximum  redemption  price  $110.00  per  share  convertible 
into  common  stock  on  the  bases  described  in  Note  4: 

Authorized,  140,000  shares 

Issued  and  outstanding,  123,450  shares - - - - — - 

Capital  arising  out  of  conversion  of  preferred  shares  into  common  shares  - - - 

Common: 

Authorized,  2,000,000  shares  without  par  value,  of  which  308,625  shares  are  reserved  for  conversion  of  the  \\\% 
convertible  preferred  6tock  (maximum  requirement) 

Issued  and  outstanding,  918,863  shares  at  $10.00  per  share  fixed  by  the  Board  of  Directors - 


Surplus: 

Paid-in  surplus 
Earned  surplus 


$  534,000.00 


$  2,063361.02 
495,615.16 

$  664,193.75 

943,544.94 
534,926.60 
35,781.90 
120,000.00 
174,755.11 
2,154.16 


$  1,133,000.00 

14,000.00 

1300,000.00 

2300,000.00 


$  2,017,000.00 


$  2,933,547.51 
3,068,747.75 


$  6,00239536 


$12345,000.00 

116350.00 


9,188,630.00 


$21,649,880.00 

10,064,06834 

3314,380.08 


2359,176.18 


2,475,356.46 

203,880.69 

$5,772,413.33 

347,902.95 


5,147,000.00 


8,01939536 


35,028328.32 


$54,314,939.86 


(3)  The  preferred  stocks  of  subsidiary  companies  owned  by  other  interests  are  redeemable  as  follows:  Par  value  of  $1,500,000.00  is  redeemable  at  a  maximum 
price  of  $105.00  per  share;  and  par  value  of  $517,000.00  has  no  redemption  rights. 

(4)  The  4Vi%  Convertible  Preferred  Stock  is  convertible  at  the  option  of  the  holder  into  Common  Stock  at  any  time  on  or  before  October  1,  1944,  at  a 

conversion  price  of  $40  per  share  if  converted  on  or  before  October  1,  1938,  $50  per  share  if  converted  thereafter  and  on  or  before  October  1,  1940,  $60 
per  share  if  converted  thereafter  and  on  or  before  October  1,  1942,  and  $70  per  share  if  converted  thereafter  and.  on  or  before^  October  1,  1944.  The 
number  of  shares  of  common  stock  issuable  upon  the  conversion  of  one  share  of  Convertible  Preferred  Stock  is  determined  by  dividing  $100  by  the 

conversion  price.  The  conversion  price  is  subject  to  adjustment  from  time  to  time  in  the  event  of  original  issues  by  the  Corporation  of  shares  of  its.  common 
stock  which  will  make  the  aggregate  number  issued  since  the  organization  of  the  Corporation  in  excess  of  1,000,000,  at  a  price  to  the  Corporation  lower 
than  the  conversion  price  then  in  effect 

(5)  In  addition  to  the  write-downs  indicated  under  fixed  assets,  Abraham  &  Straus,  Inc.  wrote  off  leaseholds  of  $265,833.33  as  of  January  31,  1933  and  Bloomingdale 
Bros.,  Inc.  wrote  off  $200,603.37  as  of  the  same  date  representing  the  remainder  of  appreciation  and  of  expenditures  for  fixtures  made  prior  to  January 
31,  1926. 


FEDERATED  DEPARTMENT  STORES.  INC. 

(A  Delaware  Corporation) 

AND  SUBSIDIARY  COMPANIES 

CONSOLIDATED  SURPLUS 
YEAR  ENDED  JANUARY  31,  1937 


Paid-in  Surplus: 

Balance,  February  1,  1936  _ $10,864,779.32 

Add: 

Excess  of  book  value  of  common  stocks  of  subsidiary  companies  acquired  during 
the  year  over  stated  value  of  common  stock  issued  in  exchange  by  the  parent 
company - 5,741.69 

Premium  received  on  sale  of  4Vi%  convertible  preferred  stock  of  parent  company  —  125,000.00 


$10,995,521.01 


Deduct: 

Expenses  of  refinancing — including  parent  company’s  proportionate 
share  of  such  expenses  incurred  by  subsidiary  companies -  $  149,920.92 

Premium  paid  on  preferred  stocks  reacquired  by  subsidiary 

companies — parent  company’s  proportion -  781,531.85 


931,452.77 


Balance,  January  31,  1937 


$10,064,068.24 


Earned  Surplus: 

Balance,  February  1,  1936  _  $2,373,686.28 

Add  net  profit,  year  ended  January  31,  1937  -  2,962,374.12 

$  5,336,060.40 


Deduct : 

Dividends  declared  on: 

4*4%  convertible  preferred  stock — two  dividends  aggregating 

$1.41-2/3  per  share  from  October  1,  1936  to  January  31,  1937  $  175,449.34 

Common  stock — $2.00  per  share  - -  1,832,950.00 


$  2,008,399.34 

Premium  on  redemption  of  $500,000.00  par  value  4%  notes  of 

subsidiary  company — parent  company’s  proportion -  13,280.98 


2,021,680.32 


Balance,  January  31,  1937 


3,314,380.08 


Total  Surplus 


$13,378,448.32 


FEDERATED  DEPARTMENT  STORES,  INC. 

(A  Delaware  Corporation) 

AND  SUBSIDIARY  COMPANIES 

CONSOLIDATED  PROFIT  AND  LOSS 
YEAR  ENDED  JANUARY  31,  1937 


Net  sales  (including  sales  of  leased  departments) _ 

Cost  of  goods  sold,  selling,  operating  and  administrative  expenses,  exclusive  of  items 
listed  below . . . 


Other  income: 

Interest  earned  on  securities,  bank  balances,  notes  receivable,  etc.  $  67,804.93 

Net  credit  from  the  sale,  and  adjustment  in  price,  of  marketable 

securities  - - -  10,725.96 

Collection  of  claims  of  previous  years _  53,179.22 


Less: 

Loss  on  building  improvements  razed _  $  41,211.28 

Cost  of  connection  with  new  city  subway  station _  19,511.51 


Balance  before  depreciation,  interest  and  federal  taxes  on  income _ 

Deduct: 

Depreciation  _ _ 

Interest  on  indebtedness  and  amortization  of  debt  discount  and  expense 
Provision  for  federal  normal  income  tax _ 


Net  profit  before  surtax  on  undistributed  profits _ 

Provision  for  federal  surtax  on  undistributed  profits  _ 

Net  profit  _ _ 

Deduct: 

Dividends  on  preferred  stocks  of  subsidiary  companies  owned  by  other  interests - 

Proportion  of  net  profit  applicable  to  minority  interests  in  common  stocks  of  subsidiary 
companies _ 


$103,209,531.71 

96,837,999.80 
I  6,371,531.91 


I  131,710.11 


60,722.79 


70,987.32 
$  6,442,519.23 

$  1,238,032.36 
223,790.64 
817,000.00 


2,278,823.00 
$  4,163,696.23 
96,000.00 
$  4,067,696.23 


$  529,516.51 

575,805.60 


1,105,322.11 

Net  profit  applicable  to  shares  of  parent  corporation _  $  2,962,374.12 

NOTE:  As  of  January  31,  1933,  certain  of  the  expenditures  for  fixed  assets  by  certain 
subsidiary  companies  were  written  down  and  depreciation  since  that  date  has  been 
calculated  upon  the  reduced  values. 


TOUCHE,  NIVEN  &  CO. 

PUBLIC  ACCOUNTANTS 
EIGHTY  MAIDEN  LANE 
NEW  YORK 


TO  THE  BOARD  OF  DIRECTORS  OF  FEDERATED  DEPARTMENT  STORES,  Inc.:  Apnl  193?' 

We  have  made  examinations  of  the  balance  sheets  at  January  31,  1937  and  of  the  statements  of  profit  and  loss 
and  surplus  for  the  year  then  ended  of  Abraham  &  Straus,  Inc.  and  Bloomingdale  Bros.,  Inc^  two  of  the  subsidiary  companies 
of  Federated  Department  Stores,  Inc.  Messrs.  Herbert  F.  French  &  Company  and  Messrs.  Ernst  &  Ernst  have  made 
examinations  of  the  consolidated  balance  sheets  at  January  31,  1937  and  of  the  consolidated  statements  of  profit  and  loss 
and  surplus  for  the  year  then  ended  of  Wm.  Filene’s  Sons  Company  and  The  F.  and  R.  Lazarus  and  Company,  respectively, 
two  other  subsidiary  companies  of  Federated  Department  Stores,  Inc.,  the  net  assets  of  which  represent  approximately 
54%  of  the  consolidated  net  assets  at  January  31,  1937.  We  have  also  made  examinations  of  the  balance  sheets  at 
January  31,  1937  and  of  the  statements  of  profit  and  loss  and  surplus  for  the  year  then  ended  of  Federated  Department 
Stores,  Inc.,  of  Bloomingdale  Holding  Corporation  (a  subsidiary  company  dissolved  during  the  year),  of  Federated 
Service,  Inc.  (a  subsidiary  company  organized  during  the  year),  and  of  Delivery  Service,  Inc.  (a  subsidiary  company  of 
Abraham  &  Straus,  Inc.  and  Bloomingdale  Bros.,  Inc.).  From  the  foregoing  financial  statements,  we  have  prepared  the 
consolidated  balance  sheet  of  Federated  Department  Stores,  Inc.  and  subsidiary  companies  as  of  January  31,  1937  and  the 
consolidated  statements  of  profit  and  loss  and  surplus  for  the  year  then  ended. 

In  connection  with  the  examinations  made  by  us  (and  the  other  auditors  report  likewise),  we  made  a  review 
of  the  accounting  methods,  examined  or  tested  accounting  records  of  the  companies  and  other  supporting  evidence  in  a 
manner  and  to  the  extent  which  we  considered  appropriate  in  view  of  the  system  of  internal  accounting  control,  and 
made  a  general  review  of  the  operating  and  income  accounts  for  the  year. 

Based  upon  the  examinations  made  by  us  and  upon  the  reports  of  the  other  accountants  with  respect  to  the 
financial  statements  of  subsidiary  companies  not  examined  by  us,  the  accompanying  consolidated  balance  sheet  and  related 
consolidated  statements  of  profit  and  loss  and  surplus,  in  our  opinion,  fairly  present,  in  accordance  with  accepted  principles 
of  accounting  consistently  maintained  by  the  companies  during  the  year  under  review,  their  consolidated  position  at 
January  31,  1937,  and  the  combined  results  of  their  operations  for  the  year  then  ended. 

Touche,  Niven  &  Co. 


